Abstract: The aim of this paper is to study the impact of the transition to
INTRODUCTION
The history of the IFRS implementation in Romania is interesting and original. As an ex-communist country, Romania shifted from the soviet accounting system towards a market economy model of accounting early in the '90s. The shift was made by adopting a French inspired model (and not an Anglo-Saxon one) due to the long and close historical, economic, political and social relationships built up between the two countries over a long period (Albu et al, 2014) .
The IAS/IFRS adoption only came into play in the late '90s following requests made by the International Monetary Fund and World Bank, as part of the financial agreements contracted by Romanian authorities at that time (Ionascu et al., 2014) . This was the first attempt to implement the international standards and, even though it was not a very successful one, it gave the Romanian companies the opportunity to get acquainted with the accounting rules issued by the IASC (prior to 2001, the international standard-setter was referred as the International Accounting Standards Committee). The second attempt, dated in 2006, was induced by the preparations for Romania's adhesion to the EU. It was when the IFRS became mandatory for the consolidated accounts of listed companies (starting with January 1 st 2007). Even though, at that time, an option to choose between the European directives and the IFRS existed for non-financial unlisted entities (for their consolidated accounts), few non-financial companies truly exercised it. Nonetheless, the regulations applicable to those entities comprised some IFRS rules, introduced during the 1 st attempt, that were not removed as they were not conflicting with the provisions of the European accounting directives. In the context of this existing IFRS experience, the 3 rd attempt to adopt IFRS was made in 2012 when all listed companies were required to use the international standards in their individual accounts starting with…2012. Unlike previous attempts, this time entities were given virtually no preparation time to implement the IFRS. Under these circumstances, our paper investigates the successfulness of this 3 rd attempt by conducting an empirical analysis on the impact of the IFRS adoption on accounting numbers related to financial assets and liabilities. Firstly, it focuses on non-financial companies as accounting rules regarding financial instruments (e.g. IAS 39 Financial Instruments: Recognition and Measurement) are applicable by all companies and previous research argues that this subject is also of great interest for non-financial entities. Findings by Gebhardt, 2012 , Huian, 2013a and Huian, 2013b show that, given the amount of financial assets and liabilities reported in the non-financial entities' balance sheets, many of them expect the provisions of this IAS to significantly impact their financial statements. Secondly, our paper examines the association between financial performance (measured as return on equity -ROE) and data on financial assets and liabilities presented in the balance-sheets of Romanian listed non-financial companies. This profitability measure is largely used in the literature studying the consequences of the IFRS adoption on the accounting outcomes (Istrate, 2014 , Cordazzo, 2013 ). The test is performed for both pre-IFRS and IFRS data for the comparative year 2011 as to better emphasize the impact of the IFRS adoption. In our opinion, explaining this connection by using 2 sets of data (prepared under domestic rules -Romanian accounting standards -RAS and IFRS, respectively) for the same fiscal year has the merit of exclusively showing the effects of the change in accounting system on the selected variables. Analysis performed for longer periods (a few years before and after the transition) usually deals with the integrated influence of several factors, some not directly related to the IFRS implementation, factors whose investigation is beyond the scope of this paper.
For the first line of research, findings are that financial assets and liabilities seem to be barely affected by the transition to IFRS. Results for the 2 nd test show there is a connection of reasonable intensity between ROE and the accounting numbers related to some financial assets and liabilities which has a higher intensity after the IFRS adoption. Our contribution to the literature mainly consists of: empirically assessing the impact of IFRS adoption on accounting outcomes in Romania. This subject has been thoroughly investigated in the last few years but empirical evidence on its effects is still scant; examining the relationship between financial assets/ liabilities and profitability measures (ROE) for non-financial listed companies, before and after the transition to IFRS. Studying this particular subject on nonfinancial companies (that use a great variety of less sophisticated financial instruments -Gebhardt, 2012, Huian, 2015) is an interesting challenge as usually the emphasis is placed on the financial industry (considered the main user of financial instruments); providing evidence on the nature and size of RAS-IFRS differences as far as financial assets and liabilities are concerned; developing the research on accounting and reporting for financial instruments in Romania, as an emergent economy.
The rest of the paper is organized as follows: section 2 deals with the literature review and development of hypotheses, section 3 describes the research methodology, section 4 discusses the results and section 5 concludes the paper.
LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
Ever since the European Commission has made public its intention to mandatorily require the use of IFRS in the consolidated accounts of the publicly traded companies by 2005, the literature on the transition to IFRS has known a tremendous development. According to Bruggemann et al., 2013 , the studies dealing with the subject of the IFRS adoption investigate 3 types of economic consequences or effects: financial reporting effects, capital market effects and macroeconomic effects.
As our paper is included in the 1 st category, we further present a brief literature review of studies examining the financial reporting effects. This category focuses mostly on the enhanced transparency and comparability of the financial statements and it is subdivided, by the same authors, in 3 strands of research. A significant stream of literature at European level argues for different effects of transition to IFRS when adoption is mandatory as opposed to the voluntary one. The 2012 adoption in Romania is a forced one, imposed by Romanian authorities, therefore we provide evidence on the nature and size of RAS-IFRS differences for mandatory adopters. The IFRS impact is significantly influenced by the company's institutional environment (Bruggemann et al., 2013) . This is defined by the legal system (code law or common law), enforcement regime and development of capital market. In this context, a classification of financial reporting at European level is useful as it enables the prediction of behavior for certain countries regarding the IFRS adoption. Using Nobes' classification (Nobes, 2008) , we include Romania in Class B which corresponds to the accounting systems shaped by weak levels of investor protection, strong governmental regulations and tax-dominated practices (other Romanian authors follow the same route -Istrate, 2014). In class B systems, accounting data has been traditionally used to fulfil taxation purposes, with state seeing itself as the main user of financial statements, and not to inform capital providers, which are the main users according to the IFRS philosophy. Completely decoupling tax and financial reporting in countries from class B, as required by the transition to IFRS, poses a major practical problem. Therefore, in such countries, the IFRS conversion does not represent a simple translation from domestic standards to IFRS but a massive change in accounting principles and the whole basis of financial reporting (Cordazzo, 2013) .
Romania is an emergent country in which accounting is rule-based (while IFRS are principle-based standards), taxation is given a particular importance, capital market is less developed and mostly inefficient, accounting profession is less focused on professional judgment and more on compliance with technical rules (Albu et al., 2014) . This makes it a candidate for an economic setting in which transition to IFRS would have significant consequences on accounting outcomes. Therefore, we formulate the following hypothesis regarding the impact of the IFRS adoption on financial assets and liabilities of non-financial listed companies:
H1: The adoption of the IFRS by Romanian non-financial companies significantly affected financial assets and liabilities reported in their individual financial statements.
Moreover, as the population analyzed is represented by non-financial entities, we want to test the idea that there is a certain association between their performance (measured as ROE) and the information on financial assets and liabilities. Even though derivatives or hybrid instruments are rarely used by nonfinancial entities, some other financial assets/ liabilities represent a significant part of their total assets/liabilities. As demonstrated by Gebhardt, 2012 and Huian et al., 2014, receivables are the most important class of financial assets for these companies, followed by cash and cash equivalents. Similar results are found for liabilities where accounts payable and short and long-term loans payable are the most reported financial liabilities. This leads to our second hypothesis:
H2: Financial assets and liabilities have an impact of measurable intensity on profitability of Romanian companies.
To connect this hypothesis with the 1 st one, we further test a sub-hypothesis
H2a:
The impact is more significant under IFRS than RAS. This test is based on the explanatory power (R 2 ) of the models, which must be greater for the IFRS data than for the RAS data.
RESEARCH METHODOLOGY
This section discusses the variables used in the research, the financial data and its descriptive statistics and describes the methods of data analysis and the proposed models.
Discussion of Variables
As the main purpose is to demonstrate the impact of the IFRS adoption on financial assets and liabilities of non-financial companies, all individual balance sheets are manually reclassified to properly show the application of IAS 39 "Financial instruments: recognition and measurement". The IAS 39's version endorsed by the European Commission for the analyzed reporting period is used. The reclassification consists of regrouping assets in 3 major classes: financial assets within the scope of IAS 39 (FAIAS39), financial assets outside the scope of IAS 39 (FAnonIAS39) and non-financial assets (NFA); and liabilities in 2 classes: financial liabilities within the scope of IAS 39 (FLIAS39) and non-financial liabilities (NFL). These data are structured following both IAS 39 and IFRS 7 "Financial instruments: disclosures", as the information from balance sheets is corroborated with the one provided in the footnotes.
Data from these reclassified balance sheets are used to compute 23 financial ratios (table 1) selected as variables included in testing the 2 hypotheses previously described. 19 of these ratios use only balance sheet information and measure the relationship between total financial assets/ liabilities (and the major classes of financial assets/ liabilities) and total assets/ total liabilities + stockholders' equity. 3 of those 19 ratios emphasize the connection between financial assets and financial liabilities (Ralf, Rcd and Rdr). The remaining 4 ratios take into account data from the income statement (Rofa) and the statement of cash flows (Rocf, Rocf2 and Rinv) to show the relationship to other financial statements.
To test the 2 nd hypothesis, a profitability measure, Return on Equity (ROE) is used. ROE is one of the most popular measures of performance due to its importance to both investors and managers. It is a way of assessing management's ability to properly use capitals provided by shareholders [Mironiuc, 2006, p. 379] . ROE relies heavily on the company's financial structure and is influenced by its level of indebtedness.
Data source and characteristics of the analyzed population
Our study is performed on a population of 65 non-financial entities quoted on the Bucharest Stock Exchange (BSE), on the regulated market, for the period 2011-2012. Only companies that have been listed on the BSE for the whole period are included. Financial data is hand-collected in a mediated manner from the annual individual financial statements available on the companies' websites and/or the BSE's website. Data processing is performed using the IBM Statistical Package for the Social Sciences, version 23.0. The analysis period is limited to 1 fiscal year, 2011, due to the fact that it allows for comparisons as it is the only year for which 2 sets of data are available. Initially, the 2011 financial statements were prepared according to the Romanian regulations, thereafter referred as Romanian Accounting Standards (RAS). When restating the information for 2012 according to the IFRS, comparative data for 2011 under IFRS were also provided.
To better interpret the research results, we characterize the population in terms of financial assets and financial liabilities through a series of 23 ratios calculated in the table 2. According to table 2, financial assets represent, on average, 26% of total assets of Romanian non-financial listed companies (Raft). Of all financial assets, accounts receivable are the most common (Rarf is more than 63% of total financial assets within the scope of IAS 39). Accounts receivable combined with cash and cash equivalents, which are called "loans and receivables" in IAS 39, are, on average, 91% of all financial assets (Rlr), which means that derivatives and other short-term or long-term investments account for less than 10%. These findings are similar to the ones of Gebhardt, 2012 for non-financial companies included in the STOXX Europe 600 Index.
In terms of liabilities, the financial ones are almost 35% of total liabilities + stockholders' equity. The rest of 65% are non-financial liabilities (payroll, taxes, leases, provisions, government grants, etc.) and stockholders' equity. The mean financial liabilities are around 70% of all liabilities (Rlt). The most important financial liabilities are accounts payable (Rapf is around 48%) and short and longterm debt (Rdfl has almost the same weight as Rapf). Again, results are consistent with the ones provided by Gebhardt, 2012 .
Mean financial solvency ratio (Ralf) is more than 2.90 which is way above the 1.66 limit considered in the literature the threshold for insolvency [Mironiuc, 2006, p. 284] . Therefore, the companies in the sample have, on average, enough financial assets to pay their financial liabilities. This might be due to the significant weight of accounts receivable in total financial assets as, in terms of short-term liquidity, the quick ratio (Rcd) averages at around 0.5 (which is below the acceptable threshold of 0.8 to 1 -Harrison and Horngren, 2008, p. 697). Thus, the non-financial companies in the sample do not possess, on average, the ability to pay short-term debt with their most liquid assets. Financial leverage ratio (Rfinind) has a mean of 2.24 for the RAS dataset which exceeds the benchmark of 2 [Mironiuc, 2006, p. 285 ] deemed as the threshold from which banks no longer accept to finance a business. Return on financial assets (Rofa) has negative average values showing that Romanian listed companies are not successful in using financial assets to earn profits. Capacity of repayment ratio (Rocf) shows that it takes more than 1 year to pay accounts payable with the operating cash flows, which might be worrisome. The mean of Rocf2 is so different for IFRS than RAS due to the severe skewness of data; therefore, we analyze the median Rocf2 which is 1.82 years for IFRS and 1.58 for RAS -this means it takes more than 1.5 years to pay all financial liabilities with cash flows from operating activities.
Methods for data analysis and proposed models
In order to test the 1 st hypothesis, we compare the 2 sets of financial ratios computed under RAS and IFRS in relative figures, by using an index of comparability (IC) adapted by Istrate, 2014 after Gray's comparability index. We apply the following formula:
IC = 1 -[(IFRS numbers -RAS numbers)/ |RAS numbers|]
(1) To interpret the results, we follow the Gray scale of conservatism stating that an IC>1.05 shows IFRS figures are below RAS (which is referred as conservatism), an IC between 0.95 and 1.05 shows IFRS and RAS figures are very close (neutrality), and an IC< 0.95 means IFRS figures are greater than RAS (optimism).
Subsequently, we identify the main causes of the documented changes in financial assets and liabilities figures through the content analysis of the footnotes to financial statements.
To test the 2 nd hypothesis, i.e. to analyze whether financial assets and liabilities have a significant impact on financial performance measured by ROE, we use multiple linear regression for which we develop 3 models based on the general equation (2) .
Where, Y is the dependent variable (ROE), βi are the regression coefficients measuring the change of the dependent variable generated by the independent ones (Xi-the financial ratios) taken into account. The residual variable (ε) sums up the influence of other variables not included in the model. The association between ROE and the series of ratios related to financial assets and liabilities is studied separately for both sets of data: RAS and IFRS. The 1 st model takes into account only ratios involving financial assets and liabilities whose amounts are presented in the balance sheet (ratios 1 to 18 from In all 3 models, the dependent variable is naturally log transformed to ensure the normal distribution of data (Jaba and Grama, 2004) . According to Osborne, 2002 , the natural-log transformation reduces the skewness and kurtosis in the raw data and does not change the relationship between variables.
RESULTS AND DISCUSSIONS
The 1 st hypothesis seeks for answers to the question what was the impact of the IFRS adoption on financial assets and liabilities of Romanian listed companies measured through the set of 23 ratios computed above? In relative terms (see table  3 ) the items least affected by the transition to IFRS are those involving (short-term) debt, accounts payable, loans and receivable and total financial assets/liabilities (Rflt, Rdr, Raf, Ralf, Rlr). The ones most affected, in relative terms, are actually ratios that involve other items besides financial assets and liabilities (Rocf2, Rfinind, Rocf, Rofa, Rinv) such as operating cash flows, equity or net income (the IC shows either conservatism or optimism). Thus, other structures of the financial statements are more significantly impacted by the change of the accounting rules. For example, stockholders' equity seems to increase after the IFRS adoption, confirming the findings of Cordazzo, 2013, Istrate 2014 and Callao et al., 2010. Overall, 14 of the 23 ratios (more than 60%) record changes that range from -5% to +5%, which can be interpreted, according to the IC scale, as a neutral impact of IFRS implementation (because IFRS and RAS lead to very close figures -IC is between 0.95 and 1.05). A more detailed analysis made company by company showed there were ratios for which no change of value was recorded at all when applying the IFRS. The percentage of items that remained unchanged ranged from 52.3 for Rcd to 46.2 for Raf, 40% for Rlr and 36.9% for Rdfl to only 7.7 for Raft, Rart, Rlrt or Rapt. This means that 52.3% of companies reported the same amount of cash/cash equivalents and short-term debt under both RAS and IFRS, 46.2% of entities presented the same amount of financial assets, etc. At the same time, only 7.7% of firms displayed an unchanged relationship between financial assets/liabilities, on one hand, and total assets/ liabilities + stockholders' equity, on the other hand. This confirms the previous assumption that ratios more impacted are the ones involving other financial statements structures (such as stockholders equity, net income, cash flows).
Causes of changes in financial assets, identified after careful analysis of the footnotes, are:
1. Recognition of service revenues and the corresponding receivables, according to IAS 18 Revenue; 2. Revaluation of some long-term financial assets due to the hyperinflationary conditions of Romanian economy prior to 2004; 3. Use of fair value measurement for some assets previously measured at cost; 4. Reclassification of some long-term financial assets (receivables or investments such as bank deposits) to short-term assets or vice-versa; 5. Reclassification of some assets from one category of financial assets to another (for example, bank deposits with a maturity longer than 3 months reclassified from cash equivalents to other short-term investments). Changes in the first 3 points determine changes in total financial assets, while the last 2 (4 and 5) only affect the internal structure of financial assets and not their total value. It is worth mentioning that the most common and important cause of change in receivables, the reclassification of advances paid to suppliers of inventory or fixed assets (which are presented as inventory/fixed assets under RAS) to accounts receivable or other receivables, did not affect our data as these advances are not financial assets according to IAS 39.
Causes of changes in financial liabilities, identified after careful analysis of the footnotes, are:
1. Reclassification of some financial liabilities based on maturity (short-termlong-term); 2. Recognition of new liabilities kept off balance-sheet under RAS; 3. Adjustments made to transaction costs that were expensed under RAS but capitalized under IFRS (especially, for bank loans).
The relative change/ index of comparability (IC) analysis shows there is no evidence to support H1. Financial assets and liabilities remain relatively unchanged after the adoption of IFRS while other financial statements structures seem more affected by the transition. This might be surprising as Romania, being a class B country, according to the Nobes classification, was supposed to show a significant change in accounting number after the IFRS adoption. But let us not forget that the hypothesis refers to certain assets and liabilities, reported by non-financial companies. As the most used financial instruments by Romanian non-financial companies are accounts receivable/ payable, cash and bank loans, it seems that the accounting rules referring to these traditional financial assets and liabilities are not very different under RAS from IFRS. Where IAS 39 significantly differs from RAS has to do with derivatives and other sophisticated financial instruments. Our results are consistent with those found by Grabinski et al., 2014 for Poland regarding accounts receivable or short-term liabilities. Nevertheless, our findings contradict those of Callao et al., 2007 who report significant changes in cash, accounts receivable and long term liabilities for Spanish companies. Even though both Poland and Spain are classified by Nobes in the same class of accounting system -B, Romania shows more similarities, in terms of IFRS financial reporting effects, to the other ex-communist country -Poland.
Regarding the 2 nd hypothesis, as far as RAS data is concerned, ) of model 2 is higher, 44.1% of the changes in ROE being explained by the variation of Rfinind, Rofa and Rinv (of the 5 ratios included in the model, these 3 have coefficients that are statistically significantly different from zero -the p-value for the regression coefficient is less than 0.05). Model 3 has the highest significance, since it includes all variables and explains 52.5% of the variance in ROE. The regression models performed on the IFRS data (table 5) show higher explanatory powers than the RAS ones (the largest difference of more than 10% in R 2 is noticeable for model 2). The major difference is recorded for model 3 and consists of the statistically significant independent variables, which in the case of IFRS data involve financial assets (Raft) rather then financial liabilities. Under these circumstances, hypothesis H2 is supported: there is a measurable connection between financial asset/ liabilities and ROE. In addition, the subhypothesis H2a is also confirmed, as the explanatory power of the models using IFRS data, quantified by R 2 , is greater than the one of the models using RAS data.
Even though accounting numbers related to financial assets and liabilities barely changed after the IFRS adoption, companies' profitability did: mean ROE decreased after the IFRS transition (IC>1.05), (confirming results by Istrate, 2014 
CONCLUSIONS
This paper had the following motivations: 1) to study whether the transition to IFRS impacted on the financial assets and liabilities reported by non-financial companies in their balance sheets; 2) to test the association between financial performance (ROE) and data on financial assets and liabilities; 3) to test which set of data has a stronger impact on ROE: RAS or IFRS? The impact of the IFRS adoption has been measured and statistically tested through the index of comparability analysis, content analysis and regression analysis providing the following findings: 1) financial assets and liabilities seem to be barely affected by the transition to IFRS, if one analyzes the 23 financial ratios selected in this paper to show the impact of IFRS; 2) there is a connection of reasonable intensity between ROE and the accounting numbers related to some financial assets and liabilities; 3) based on the explanatory power of the linear regression models used, the association is of higher intensity after the adoption of the IFRS. Romania is an interesting setting for this kind of studies as the process of the IFRS adoption was drastic, rapid, sustained and sometimes contradictory (Albu et al., 2014) unlike other emerging economies where the implementation was made gradually and slowly. Also, its accounting system is characterized by a certain fiscal orientation and weak levels of investor protection. Moreover, its code law system implies more conservative accounting practices than those required by the IFRS (Cuzdriorean et al., 2012) . Therefore, analysis performed on such economy enriches the theoretical aspect of the IFRS-related research. It also provides useful evidence for other emergent markets which are yet to adopt IFRS in the individual accounts. In addition, results might be of use for the Romanian authorities (especially for the accounting regulator -the Ministry of Finance -MF) in assessing the fulfillment of their objective regarding a more transparent and attractive economic environment to foreign investors. This objective was re-introduced on the MF agenda by the international bodies -IMF and European Commission, which conditioned the granting of funds to Romania by the mandatory IFRS adoption for all listed companies in 2012.
Our results might be explained by several factors: -Romanian non-financial companies hardly use sophisticated financial instruments (such as, derivatives, hybrid instruments or compound instruments), that involve the use of fair value and therefore, a significant difference between RAS (which rarely require measurement at fair value) and IFRS numbers could not have been expected. Moreover, not even some of the traditional primary financial instruments (such as stock investments, bonds investments or bonds payable) are much used by the analyzed companies; -most of the financial assets and liabilities reported by Romanian companies are short-term or current ones, which entails a low value change between initial recognition and subsequent recognition at balance sheet date. The insignificant use of fair value and amortized cost (required especially for long-term financial instruments) makes that there is not much difference between the IFRS and RAS numbers; -the 2011 IFRS numbers are a restatement of RAS numbers and not the consequence of using IFRS as basis of accounting. The results might be different if analysis is performed for periods starting with 2013 when IFRS have been applied in current accounting; -Romanian companies' previous experience with the IFRS adoption might not be very helpful as according to Cordazzo, 2013 , prior experience does not make the full transition fast and easy; on the contrary, the process is slower and more conservative in this case.
There are some limitations of our research: 1) the size of the sample, small when compared to other studies, but common to emerging economies (the sample is further reduced in the regression models by the natural log transformation which resulted in the loss of 18% of all observations for RAS data and 26% of observations for IFRS data) and 2) a narrow time horizon of the analysis that was limited to 1 fiscal year. Therefore, we are aware of the fact that we cannot extrapolate our results and we see this paper as the starting point of more extensive researches conducted on larger populations and more extended timeframe.
